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To  the  People  of  Montana: 

The  Montana  Department  of  Commerce  is  probably  the  most  diverse  and  wide-ranging  of  all  the  departments  in 
state  government.  In  spite  of  any  public  perception  as  to  the  extent  of  the  agency's  involvement  in  "commerce," 
i.e.,  economic  development,  etc.,  the  department's  responsibilities  encompass  a  lot  more. 

From  the  Milk  Control  Board  to  Building  Inspection  to  the  Aeronautics  Division,  the  Department  of  Commerce 
encompasses  16  separate  divisions  with  varying  degrees  of  autonomy  and  with  many  programs  "attached  for 
administrative  purposes  only."  To  comprehend  the  diversity  of  the  interests  and  problems  associated  with  this 
agency  is  one  thing  ...  to  manage  it  is  something  else. 

My  effort  to  provide  direction  and  focus  for  the  agency  as  a  whole  has  been  the  subject  of  several  months  of 
study  in  an  attempt  to  take  the  organization  beyond  just  traditional  "program  management"  and  on  to  a  sense  of 
"proactive  policy  implementation."  In  July  of  1990  we  reorganized  our  16  divisions  into  four  policy  areas  that 
include  Economic  Development,  Tourism,  Public  Service  and  Safety,  and  General  Administration. 

In  addition  to  providing  me  with  a  more  manageable  and  responsive  chain  of  command,  this  effort  is  serving  to 
better  coordinate  each  division  in  terms  of  better  understanding  its  role  in  the  overall  policy  focus  of  the  agency 
as  a  whole. 

To  my  way  of  thinking,  the  Montana  Department  of  Commerce  is  the  most  important  agency  in  state  government 
in  terms  of  potential  for  molding  Montana's  future.  Most  agencies  unfortunately  are  organized  to  deal  only  with 
the  problems  they  are  dealt.   In  Commerce,  on  the  other  hand,  we  have  the  opportunity  to  be  proactive  versus 
reactive  in  terms  of  the  issues  we  face.  We  have  the  opportunity  to  provide  direction  and  vision  if  we  can  free 
ourselves  of  the  bureaucratic  mold  that  deals  with  yesterday's  problems  today  and  worries  about  today's 
problems  tomorrow. 

The  Commerce  Department  has  some  of  the  most  committed,  creative,  hard-working  professionals  I  have  ever 
had  the  pleasure  to  work  with.  My  purpose  has  been  to  provide  focus  on  the  overall  mission  and  a  stimulating 
work  environment  in  which  these  professionals  can  best  perform  in  the  best  interests  of  the  great  state 
of  Montana. 


Charles  A.  Brooke 
Director 
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«  OVERVIEW  » 

The  Department  of  Commerce  was  created  in  1981  to  foster  the  development  of  the  state's  economy 
through  the  provision  of  technical  assistance,  monetary  assistance  and  state  planning  for  economic 
development.  The  department  also  includes  local  government  assistance,  public  safety,  and  business 
regulatory  functions.  The  relationship  between  economic  development  and  business  regulatory  functions 
ensures  that  the  department  can  strike  an  effective  balance  between  the  state's  need  for  economic 
development  and  the  desire  to  protect  the  public  health  and  safety. 

The  programs  which  comprise  the  Department  of  Commerce  relate  generally  to  four  major  areas 
or  missions  which  the  department  is  charged  with  carrying  out.  These  four  mission  areas  include: 

ECONOMIC  DEVELOPMENT: 

Business  Development  Division 

International  Trade  Office 

Board  of  Investments 

Science  &  Technology  Alliance 

Health  Facility  Authority 

Board  of  Housing 

Local  Government  Assistance  Division 

TOURISM: 

Montana  Promotion  Division 

PUBLIC  SERVICE  AND  SAFETY: 

Public  Safety  Division 
Financial  Institutions  Division 
Horse  Racing  Board 
Transportation  Division 
Aeronautics  Division 
Montana  Lottery 

Local  Government  Assistance  Division 
Coordinator  of  Indian  Affairs 
Consumer  Affairs 

ADMINISTRATION: 

Management  Services  Division 

The  Department  of  Commerce  is  provided  for  in  Title  2,  Section  15,  Part  18,  MCA.  Statutory 
responsibilities  of  the  Department  of  Commerce  and  its  programs  are  included  throughout  the  Montana 
Code  Annotated  but  are  summarized  in  part  in  Title  90,   Section  1. 

«  DIRECTOR'S  OFFICE  » 

The  Director's  Office  provides  the  department  with  executive,  administrative,  legal  and  policy 
guidance.  The  office  acts  as  the  liaison  among  private  business,  local  governments,  administratively 
attached  boards,  public  and  private  interest  groups,  the  legislature,  Indian  tribes,  individuals,  and  the 
Governor's  Office  in  the  effort  to  improve  and  stabilize  the  economic  climate  in  Montana. 

The  Management  Services  Division  works  closely  with  the  Director's  Office  in  making  decisions 
concerning  personnel,  budgeting,  data  processing  and  accounting.  Also  affiliated  with  the  office  is  the 
Legal  Services  program  which  includes  the  agency's  chief  legal  counsel  and  the  Consumer  Affairs  Unit. 


Chief  Legal  Counsel 

The  Chief  Legal  Counsel  provides  the  department  with  legal  services  and  represents  the  department 
in  legal  actions.  The  office  reviews  department  contracts,  policies  and  procedures,  and  administers  the 
Office  of  Consumer  Affairs,  the  post-secondary  education  licensing  program,  and  Montana's  New  Vehicle 
Warranty  laws. 

The  counsel  establishes  the  department  legal  poHcy  and  supervises  the  activities  of  the  department's 
legal  staff  including  the  development  of  position  descriptions,  and  implementation  and  administration  of 
the  legal  services  provided  to  the  department.  The  counsel  provides  the  department  director  with 
quarterly  reports  concerning  all  legal  activities  within  the  department.  The  counsel  informs  the 
department  of  recent  court  decisions  and  Attorney  General  opinions  and  the  ramifications  of  such 
decisions  on  department  policy  and  procedure. 

The  Chief  Legal  Counsel  also  represents  the  State  Banking  Board  and  the  Financial  Division. 
During  the  past  year,  the  Counsel  assisted  the  Montana  Bank  Commissioner  and  the  FDIC  in  closing  a 
failing  bank  and  participated  in  the  phantom  merger  of  another.  The  counsel  has  acted  as  Hearing 
Examiner  for  the  application  of  two  new  banks  and  the  application  for  relocation  and  branching  of  two 
other  banking  institutions. 

The  counsel  also  has  prepared  administrative  rules  implementing  the  new  branch  banking  and 
merger  of  banks  statute,  and  has  acted  as  Hearing  Examiner  for  the  request  of  the  financial  division  to 
increase  supervision  and  examination  fees  of  credit  unions.  Counsel  has  also  developed  the  rules  of 
procedure  to  implement  the  New  Vehicle  Warranty  Act  under  Title  61  of  the  MCA. 


ECONOMIC  DEVELOPMENT 


«  BUSINESS  DEVELOPMENT  DIVISION  » 

The  Business  Development  Division  coordinates  the  department's  economic  development  efforts; 
provides  the  direct  technical  assistance  component  of  the  state  economic  development  efforts  through  the 
Small  Business  Development  Center  and  the  International  Trade  Office;  provides  funding  for  community 
supported  economic  development  efforts  through  the  Community  Development  Block  Grant  program; 
publicizes  and  represents  Montana  to  firms  planning  relocations  or  expansion;  and  provides 
comprehensive  economic,  demographic  and  business  data  through  the  Office  of  Research  and  Information 
Services. 

MONTANA  SMALL  BUSINESS  DEVELOPMENT  CENTER 

In  order  to  increase  profits  and  employment  for  Montana's  small  business  firms,  the  Montana  Small 
Business  Development  Center  (SBDC)  provides  Montana's  small  business  firms  with  needed  training, 
technical  assistance  and  information  through  a  network  of  SBDC  service  centers.  The  SBDC  network 
currently  has  service  centers  in  Kalispell,  Glendive,  Bozeman  and  Helena  and  procurement  technical 
assistance  centers  in  Butte  and  Great  Falls.  When  fully  implemented,  the  network  will  also  include  SBDC 
service  centers  in  each  of  these  communities  plus  Billings  and  Missoula.  Each  service  center  will  operate 
as  a  partnership  of  the  Montana  SBDC  and  the  regional  host  organization  to  provide  training  and  technical 
assistance  to  small  businesses  in  their  regional  area,  and  receive  technical  support  from  the  Montana 
SBDC.   Specialized  technical  support  is  provided  in  the  following  areas. 

Business  Information  Systems 

The  Montana  SBDC's  Business  Information  System  (BIS)  is  an  electronic  bulletin  board,  accessible 
free  of  charge  to  anyone  with  a  personal  computer  communications  software  and  modem.  The  BIS  posts 
a  variety  of  economic,  demographic  and  business  data,  including  state  government  bid  solicitations,  export 
trade  opportunity  leads  from  the  U.S.  Department  of  Commerce,  and  population,  income  and  employment 
statistics  for  Montana  cities  and  counties. 

Finance  Technical  Assistance 

Consulting  and  training  are  available  to  businesses  in  the  areas  of  financial  analysis,  financial 
planning,  loan  packaging,  state  and  private  capital  sources,  and  business  tax  incentives.  The  program  also 
works  with  communities,  businesses  and  financial  institutions  to  encourage  the  use  of  various  public 
sector  programs. 

Government  Procurement  Assistance 

The  division  distributes  current  government  bid  solicitations  to  small  businesses  interested  in 
contracting  to  provide  goods  or  services  to  state  and  federal  government  agencies.  It  also  provides 
technical  assistance,  either  directly  or  through  cooperating  university  system  units,  to  assist  small 
businesses  in  market  identification,  production  management,  quality  control,  cost  accounting,  and  payment 
procedures  for  government  procurement  contracting. 


Licensing  Information  and  Business  Advocacy 

The  division  distributes  information  on  state  licensing  requirements  for  starting  and  operating  a 
business,  and  provides  assistance  to  businesses  applying  for  licenses  and  permits.  The  division  also  serves 
as  an  advocate  for  small  businesses  in  their  dealings  with  government.  An  in-state  toU-free  telephone 
number  is  available  for  licensing  and  advocacy  information;  calls  cannot  be  transferred  to  other 
departments  of  government. 

Marketing  Assistance 

The  marketing  program  promotes  staff  development  and  expansion  of  outlets  for  products 
manufactured  or  processed  in  Montana.  Products  of  Montana  manufacturers  are  represented  at  selected 
trade  shows  both  in  the  United  States  and  foreign  countries.  The  program  is  designed  to  elevate  the  status 
of  Montana-made  products  in  the  marketplace.  The  program  also  serves  to  educate  Montanans  about  the 
diversity  of  products  manufactured  in  their  state. 

Montana  Ambassadors 

A  private  sector  initiative,  the  Ambassadors  program  complements  the  department's  business 
location,  retention,  marketing,  and  Montana  promotion  efforts.  The  program  comprises  approximately 
200  business  and  university  leaders  from  throughout  the  state.  Members  assist  the  division  in  business 
recruitment  projects,  work  with  Montana  manufacturers  to  help  them  market  their  products  outside  the 
state,  and  host  foreign  visitors  and  trade  delegations.  The  program  is  funded  by  its  members  and  staffed 
by  the  Department  of  Commerce. 

Certified  Communities  Program 

Assistance  is  provided  to  local  leaders  responsible  for  organizing  and  maintaining  community 
economic  development  efforts  and  to  the  professional  staff  of  such  local  organizations.  In  cooperation 
with  the  Montana  Ambassadors  and  the  Montana  Chamber  of  Commerce,  cities,  towns,  counties  and  tribal 
governments  receive  assistance  in  planning  and  carrying  out  effective  economic  development  programs 
specifically  designed  to  meet  local  needs. 

CDBG  Economic  Development  Program 

The  division  administers  Community  Development  Block  grant  funding  for  economic  development 
projects.  This  federally-funded  competitive  grant  program  awards  approximately  $1.3  million  annually 
to  Montana  cities,  towns  and  counties,  for  re-lending  by  the  local  government  to  private  business  projects. 
Applications  are  made  to  the  division  by  the  local  government  sponsoring  the  project;  projects  are  selected 
for  funding  based  on  a  number  of  criteria,  including  project  feasibility,  economic  impact,  and  job  creation 
for  low  to  moderate  income  persons. 

Location  and  Business  Recruitment 

The  Business  Location  program  publicizes  and  represents  Montana  to  firms  planning  relocations 
or  expansions;  initiates  and  develops  relations  with  target  industries  and  individual  firms,  and  prepares 
and  presents  location  data  in  response  to  inquiries  received  by  the  department.  The  location  office  also 
works  closely  with  local  development  organizations  in  their  efforts  to  recruit  new  firms  to  their 
communities. 


INTERNATIONAL  TRADE  OFFICE 

The  division's  International  Trade  Office  is  designed  to  increase  the  international  sales  of  Montana 
businesses.  In  addition,  tourism  promotion  and  inward  foreign  investment  opportunities  are  pursued  by 
the  international  trade  staff.  One-stop  technical  assistance  to  businesses  wishing  to  enter  foreign  markets 
is  available.  Trade  shows  and  foreign  buyers  are  matched  to  exporters,  and  special  training  programs  are 
conducted  throughout  the  year  to  prepare  more  firms  for  export  activity.  The  division  maintains  a 
product  showroom  in  the  Taipei  World  Trade  Center  on  Taiwan  and  Pacific  Rim  Trade  Offices  in  Tokyo 
and  Kumamoto,  Japan  and  Canada. 


OFFICE  OF  RESEARCH  &  INFORMATION  SERVICES 

and 
CENSUS  &  ECONOMIC  INFORMATION  CENTER 

The  Office  of  research  &  Information  Services  (ORIS)  and  its  component,  the  Census  &  Economic 
Information  Center  (CEIC),  merged  functions  and  programs  with  the  Business  Development  Division  in 
July,  1990.  Together,  ORIS/CEIC  serve  the  department's  economic  development  efforts  by  providing  a 
central  and  comprehensive  economic,  demographic  and  business  data  and  information  resource  that  is 
accessible  by  both  public  and  private  individuals  and  agencies. 

ORIS/CEIC  maintains  a  collection  of  documents  and  computer-retrievable  files  addressing  the 
economy  of  the  state  (historical  as  well  as  current)  including  special  papers,  annual,  quarterly  and  monthly 
statistical  reports  from  federal  and  other  Montana  state  agencies.  ORIS/CEIC  monitors  the  Montana 
economy;  conducts  specific  economic  analysis  projects;  distributes  economic,  demographic  and  business 
information;  and  maintains  information  on  the  department's  programs.  Inquiries  on  economic  activities 
in  Montana  are  received  daily  from  a  variety  of  clients. 

ORIS  produces  the  department's  quarterly  newsletter,  "INSIDE,"  for  Montanans  interested  in  public 
policy  implementation  through  the  Department  of  Commerce.  CEIC  produces  Montana  County  Profiles- 
comprehensive  statistical  compendia  for  the  state  and  its  counties.  County  Profiles  was  produced  in  fiscal 
1986,  and  the  County  Profiles  Supplement  was  produced  in  fiscal  1989.  A  new  edition  of  the  Profiles 
will  be  produced  after  receipt  of  the  1990  Census  data.  Through  such  activities,  ORIS/CEIC  seeks  to 
provide  proper  information  for  economic  development  planning,  to  implement  economic  development 
services  for  existing  industries,  and  to  deliver  accurate  information  to  people  interested  in  locating  or 
expanding  their  business  activities  in  the  state. 

CEIC's  connections  are  with  the  U.S.  Department  of  Commerce,  especially  its  Bureau  of  the  Census 
and  Bureau  of  Economic  Analysis.  Membership  in  the  State  Data  Center  (SDC)  program  and  the 
Business /Industry  Data  Center  (BIDC)  program,  both  operated  by  the  Census  Bureau,  and  membership 
in  the  Bureau  of  Economic  Analysis  (BEA)  Users  Group,  provide  CEIC  with  sources  of  federal  data 
information  and  professional  expertise  central  to  economic  development  and  policy  concerns.  CEIC  is  the 
lead  agency  in  the  Montana  SDC  and  BIDC  programs  which  have  24  components  and  affiliates  throughout 
the  state,  including  state  agencies,  libraries,  chambers  of  commerce  and  local  development  corporations. 

One  of  the  major  tasks  of  ORIS/CEIC  has  been  preparation  for  the  1990  Census.  Work  on  this  effort 
began  several  years  ago  with  the  state's  input  to  the  U.S.  Census  Bureau  regarding  geographical 
boundaries  by  which  census  information  was  collected  and  tabulated,  and  has  continued  periodically 
.since.  Office  involvement  will  increase  beginning  in  January  1991,  when  census  data  tabulations  begin 
to  flow.  The  data  collected  determine  eligibility  for  federal  grant  programs,  voting  district  apportionment 
and  public  facility  and  infrastructure  planning.  Data  also  are  used  extensively  by  the  private  sector  for 
business  decisions  and  planning. 


As  the  lead  agency  in  the  Montana  State  Data  Center  program,  CEIC  is  the  state  agency  designated 
to  receive,  reproduce  and  distribute  maps  produced  by  the  U.S.  Census  Bureau  as  well  as  receive, 
program  and  provide  user  access  to  machine  readable  data  from  the  1990  Census. 


«  BOARD  OF  INVESTMENTS  » 

The  uniform  investment  program  established  by  Article  VIII,  Section  A  of  the  1972  Montana 
Constitution,  directed  that  the  Board  of  Investments  has  the  sole  authority  to  invest  state  funds  in 
accordance  with  the  laws  and  Constitution  of  the  state  of  Montana.  The  board  operates  under  the 
"prudent  expert  principle"  which  requires  the  board  to  discharge  its  duties  with  the  care,  skill,  prudence, 
and  diligence  that  a  prudent  person  acting  in  a  like  capacity  with  the  same  resources  and  familiar  with 
like  matters  exercises  in  the  conduct  of  an  enterprise  of  a  like  character  with  like  aims;  to  diversify  the 
holdings  of  each  fund  to  minimize  the  risk  of  loss  and  maximize  the  rate  of  return;  and  to  discharge 
duties  solely  in  the  interest  of  and  for  the  benefit  of  the  funds  managed. 

Common  stock  purchases  and  other  equity  investments  are  restricted  to  pension  funds  only. 

In  fiscal  year  1990,  the  board  reached  several  objectives  that  had  been  established  over  the  past  two 


years: 


The  portfolio,  with  a  market  value  of  $3.3  billion,  had  annual  earnings  which  exceeded  $295  million. 
This  means  the  board  earned  well  over  $1  million  each  business  day. 

Beginning  July  1,  1990,  the  board  put  in  place  a  performance  evaluation  system  for  the  total 
portfolio  and  the  six  major  funds.  This  independent  evaluation  is  prepared  on  a  quarterly  basis  by 
Chase  Manhattan  Bank  and  presented  directly  to  the  board,  and  allows  the  board  to  monitor  the 
performance  of  each  major  asset  class  and  the  largest  individual  funds.  Chase  is  the  board's  master 
custodian,  providing  market  pricing  for  the  stock  and  bond  portfolio  as  well  as  transaction 
accounting  and  collection  of  income. 

Several  major  commercial  loans  were  made  from  the  Permanent  Coal  Trust  Fund,  in  participation 
with  approved  lenders,  which  will  create  an  estimated  419  new  jobs  for  the  state.  The  board  also 
purchased  195  residential  mortgages  totalling  $11.8  million.  The  total  portfolio  of  Montana  loans 
is  now  nearly  $160  million. 

The  board  purchased  $5.9  million  of  Conservation  Reserve  Program  Contracts  consisting  of  59 
separate  loans  to  farmers.  The  purchase  provided  an  opportunity  for  farmers  to  improve  their 
operations  or  refinance  existing  debt.  This  is  the  largest  farm  finance  program  the  state  of  Montana 
has  ever  done. 

The  board  issued  $9.5  million  in  bonds  to  be  used  to  provide  low  interest  loans  to  local 
governments.  In  addition,  the  board  provided  financing  for  a  power  generation  plant  in  Colstrip, 
Montana,  which  provided  over  300  construction  jobs  and  40  permanent  jobs. 

A  new  automated  portfolio  management  system  was  installed  and,  after  long  hours  by  the  staff, 
has  been  complemented  by  a  new  participant  accounting  system  for  the  Short-Term  Investment  and 
the  Montana  Common  Stock  Pools. 


«  MONTANA  SCIENCE  AND  TECHNOLOGY  ALLIANCE  » 

Introduction 

On  March  24,  1989,  Governor  Stan  Stephens  signed  into  law  House  Bill  683,  the  Montana  Science 
and  Technology  Financing  Act.  Adoption  of  the  bill  put  the  financing  programs  of  the  Montana  Science 
and  Technology  Alliance  (MSTA)  back  in  business  after  the  Montana  Supreme  Court  decision  struck  down 
the  agency's  seed  capital  bond  program  in  July  1988. 

The  legislation  addresses  the  constitutional  defects  identified  by  the  Montana  Supreme  Court  in  the 
White  decision  by  avoiding  the  use  of  bond  proceeds,  thereby  not  pledging  the  credit  of  the  state  against 
private  debt.  It  also  specifically  defines  the  bounds  of  authority  granted  to  MSTA  for  its  use  of  state 
funds.  The  act  also  created  the  nine-member  Montana  Board  of  Science  and  Technology  Development. 
Its  members  are  appointed  by  the  governor  while  the  MSTA  is  staffed  by  the  Montana  Department  of 
Commerce. 

Financing  Program 

Under  the  legislation,  MSTA  has  two  complementary  financing  programs—the  seed  capital  financing 
program  and  the  research  and  development  financing  program.  The  purpose  of  these  two  financing 
programs  is  to  encourage  innovative  scientific  and  technological  development  within  the  state  in  the 
expectafion  of  advancing  the  state's  economic  growth  and  welfare.  As  such  it  is  intended  to  aid  in  the 
crearion  of  new  jobs  and  to  assist  in  financing  the  establishment  of  technology-intensive  businesses  in 
Montana. 

Seed  Capital  Financing  Program  -  The  legislation  gives  MSTA  five-year  management  authority  over 
$7.5  million  of  the  In-State  Investment  Fund,  a  portion  of  the  Coal  Severance  Tax  Trust,  to  fund  the  seed 
capital  financing  program.  MSTA  uses  the  funding  to  provide  venture  capital  style  financing  for  new  and 
expanding  technology-based  Montana  businesses  that  have  outstanding  technological  and  commercial 
potential  for  achieving  significant  growth.  The  statutory  1:1  matching  funds  requirement  encourages  the 
participation  of  private  investors. 

Its  seed  capital  funding  criteria  are  similar  to  those  of  the  private  seed  capital  investment 
community.  Typically,  such  investors  look  to  invest  in  a  company  at  an  early  stage  or  before  it  has 
achieved  significant  sales,  but  has  the  prospect  of  achieving  significant  sales  within  five  to  seven  years. 
While  MSTA's  return  requirements  are  not  as  stringent  as  those  of  venture  investors,  they  are  modeled 
to  closely  reflect  private  venture  capital  practices.  The  seed  capital  program  also  attempts  to  provide  a 
liaison  between  entrepreneurial  companies  in  Montana  and  private  investors  in  an  effort  to  enhance  the 
pool  of  capital  available  to  the  state's  technology-based  companies.  The  successful  companies  will  benefit 
the  state's  economy  and  provide  a  substantial  return  on  investment  to  the  MSTA. 

Research  and  Development  Financing  Program  -  Passage  of  HB683  also  re-established  operaHng 
procedures  for  the  research  and  development  financing  program.  Since  re-enactment,  MSTA  provided 
$400,000  in  appropriated  funds  for  continuing  the  state's  technology  Centers  of  Excellence  program 
initially  funded  in  1988.  The  centers  program  has  potential  to  build  Montana's  applied  research 
infrastructure  and  to  stimulate  the  flow  of  commercial  opportunities  for  MSTA  and  other  investors. 

The  goal  of  the  research  and  development  financing  program  is  to  assist  in  the  accelerated 
development  of  technology  in  the  state.  The  centers  draw  on  the  research  strengths  of  the  Montana 
University  System,  include  the  active  participation  of  the  private  sector,  and  provide  financing  to  selected 
later  stage  applied  research  projects  involving  a  private  company  as  the  potential  commercializing  partner 
for  the  resultant  technology. 


Thus,  the  research  and  development  program  is  an  opportunity  for  Montana  to  enhance  its  research 
capabilities  and  to  encourage  the  linkage  between  the  university  system  and  private  companies  that  will 
result  in  the  commercialization  of  new  technologies  in  Montana. 

Future  Program  Directions 

Montana  Science  and  Technologv  Plan  -  As  part  of  the  process  of  moving  Montana  and  its  science 
and  technology  development  forward  into  the  1990s  and  the  twenty-first  century,  the  governor  issued 
executive  order  13-90  creating  the  Montana  Science  and  Technology  Advisory  Council  on  October  22, 1990. 
The  council  is  established  under  the  provisions  of  the  Montana  Science  and  Technology  Financing  Act 
enacted  in  1989. 

The  purpose  of  the  council  is  two-fold.  First,  to  develop  and  recommend  a  state  science  and 
technology  plan  to  the  MSTA  board  by  May  1,  1991.  After  approval  by  the  board,  the  plan  will  be 
presented  to  the  governor.  And,  second,  to  review  and  comment  to  MSTA  on  specific  applications  for 
research  and  development  projects.  The  plan  will  identify  basic  research  capabilities  in  the  state,  assist 
in  the  development  of  a  research  agenda,  strengthen  Montana's  efforts  in  applied  science  and  technology 
and  further  serve  to  develop  the  partnership  among  the  private  sector,  university  community  and 
government. 

The  council  held  its  initial  meeting  in  November  in  Helena.  Subsequent  meetings  and  public 
hearings  will  be  held  in  the  coming  months  in  Helena,  Bozeman  and  Missoula  to  gather  input  from  all 
Montanans.  Specifically,  the  plan  developed  by  the  council  will  include:  a  science  and  technology 
development  policy;  an  identification  of  the  strengths  and  weaknesses  in  the  basic  science  resources  and 
research  capabilities  in  the  state;  a  research  agenda  designating  areas  for  potential  scientific  and 
technological  development;  a  plan  to  encourage  basic  science  research  and  strengthen  Montana's  efforts 
in  applied  science;  recommendations  on  how  to  strengthen  the  partnership  between  the  private  sector, 
university  community  and  government  for  science  and  technological  development  and  financing; 
recommendations  on  how  to  improve  and  sustain  the  infrastructure  for  research  and  research  training; 
and  recommendations  on  how  to  achieve  research  excellence. 

To  implement  the  recommendations  of  the  council  in  its  science  and  technology  plan,  MSTA  will 
seek  legislative  support  for  expanded  MSTA  research  and  development  program  financing  for  the  1993 
biennium.  The  proposed  legislation  may  provide  funds  to  the  National  Science  Foundation-designated 
Center  for  Interfacial  Microbial  Process  Engineering  at  Montana  State  University  and  to  the  National 
Science  Foundation's  EPSCOR  research  program  to  enable  both  programs  to  meet  federal  matching  funds 
requirements.  In  addition,  the  legislation  may  provide  funds  for  other  research  and  development 
initiatives  including  continued  funding  support  for  the  MSTA  centers  of  excellence  program.  The  MSTA's 
research  and  development  funding  decisions  during  the  1993  biennium  will  be  based  on  the  council's 
recommendations  contained  in  the  state  science  and  technology  plan. 

The  MSTA  anticipates  that  efforts  of  the  Montana  Science  and  Technology  Advisory  Council  and 
subsequent  implementation  of  the  council's  comprehensive  science  and  technology  plan  will  guide 
Montana's  efforts  in  technology  development  into  the  1990s  and  beyond. 

Small  Business  Innovation  Research  Program  (SBIR)  -  In  an  attempt  to  secure  additional  research 
funds  for  Montana  companies,  MSTA  serves  as  the  state's  liaison  for  the  federal  Small  Business  Innovation 
Research  program.  Since  the  inception  of  the  program  in  1982,  Montana  companies  have  received  a 
limited  number  of  SBIR  grants.  Accordingly,  MSTA  will  provide  pertinent  information  on  SBIR  program 
solicitations  and  application  procedures  to  Montana  companies. 


Under  this  program,  agencies  of  the  federal  government  are  required  to  set  aside  a  portion  of  their 
research  budget  for  the  program  to  fund  research  on  specific  topics  that  have  commercial  potential. 
Competitive  awards  in  the  form  of  grants  are  made  to  small  companies  over  several  phases.  Phase  I 
awards  are  for  up  to  $50,000  to  evaluate  the  scientific  and  technical  merit  and  feasibility  of  an  idea.  Phase 
II  awards  are  for  up  to  $500,000  for  full-scale  research  and  development  of  the  proposed  idea. 

Through  MSTA's  proactive  effort,  Montana  companies  may  receive  an  increasing  number  of  SBIR 
awards.  The  SBIR  funds  to  support  these  commercially-viable  research  and  development  activities  will 
strengthen  the  companies'  competitiveness  for  the  benefit  of  Montana's  economy. 

Program  Results 

During  the  1991  biennium,  MSTA  closed  on  eight  technology  development  financings  totalling 
$1,607,750  in  both  the  seed  capital  and  research  and  development  areas.  The  funds  were  matched  with 
$1,645,750  for  a  total  of  $3,251,500  committed  to  technology  development  in  Montana  during  the  1991 
biennium.  Since  April  of  1989,  MSTA  answered  172  funding  inquiries  which  resulted  in  92  proposals 
being  submitted  in  response  to  MSTA's  application  process.  MSTA  continuously  strives  to  improve  its 
seed  capital  and  research  and  development  financing  programs  through  monitoring  of  its  investments, 
providing  value-added  management  and  networking  with  state,  regional,  and  national  resources  that  can 
increase  the  value  to  Montana's  economy. 

In  its  seed  capital  financing  program,  MSTA  has  placed  investments  totalling  $1,205,750  in  four 
companies.  Recipients  of  MSTA  investments  during  the  biennium  are  Basic  Bio  Systems,  Inc.  of  Missoula; 
ChromatoChem,  Inc.  of  Missoula;  Lattice  Materials  Corporation  of  Bozeman;  and  Gateway  Software 
Corporation  of  Billings.  These  funds  were  matched  with  $1,245,750  and  bring  the  total  funds  expended 
under  the  seed  capital  program  to  $2,451,500  since  re-enactment  in  1989.  If  successful,  the  four  seed 
capital  portfolio  companies  could  realize  over  $64  million  in  annual  revenues  and  create  almost  240  new 
jobs  in  Montana  by  1996. 

In  the  research  and  development  program,  MSTA  provided  continued  support  for  its  Centers  of 
Excellence  program  through  financing  commitments  totalling  $400,000  in  four  centers.  These  funds, 
matched  on  a  dollar-for-doUar  basis,  bring  the  total  funds  committed  through  this  program  to  $800,000 
for  the  1991  biennium.  The  MSTA-supported  centers  are  the  Center  of  Excellence  in  Biotechnology 
involving  the  University  of  Montana  and  Montana  State  University;  Advanced  Minerals  and  Hazardous 
Waste  Processing  Center  of  Excellence  involving  Montana  College  of  Mineral  Science  and  Technology, 
Montana  State  University  and  the  University  of  Montana;  the  Center  for  Interfacial  Microbial  Process 
Engineering  involving  Montana  State  University  and  the  Idaho  National  Engineering  Laboratory  and  the 
center's  numerous  industrial  sponsors;  and  the  Montana  Entrepreneurship  Center  involving  the  University 
of  Montana,  Montana  State  University  and  Eastern  Montana  College. 

Also  during  the  biennium,  MSTA  hosted  the  Montana  Technology  and  Entrepreneurship  Forum. 
Sponsored  by  the  Montana  Private  Capital  Network  and  the  BiUings  Chamber  of  Commerce,  the  forum 
was  attended  by  over  100  participants  and  showcased  over  25  technology-based  companies  and  research 
organizations.  The  forum  linked  investors  from  throughout  the  nation,  leaders  in  entrepreneurial  and 
technological  development  from  both  business  and  government,  representatives  from  public  and  private 
research  organizations  and  officials  from  federal  research-sponsoring  agencies.  The  forum  raised  the 
participants'  awareness  of  the  state's  technology  development  capabilities. 

MSTA  has  taken  an  active  participative  role  in  the  programs  of  the  Department  of  Commerce. 
MSTA  is  involved  in  the  development  of  an  overall  state  strategy  for  economic  development  and  in 
assisting  other  divisions  in  the  department  in  the  areas  of  technical  assistance,  business  recruitment  and 


international  trade  development  as  related  to  science  and  technology  development.  MSTA  is  also  involved 
in  a  variety  of  initiatives  to  improve  education,  research  and  technology  development  in  the  state.  Such 
initiatives  include  the  Montanans  on  a  New  Track  for  Sciences  (MONTS),  American  Indian  Research 
Institute  and  a  number  of  federal,  regional  and  state  efforts  to  improve  hazardous  waste  remediation. 

Since  its  creation  in  1985,  MSTA  has  placed  technology  financings  totalling  $4,566,079  in  44  projects 
in  both  seed  capital  and  research  and  development  areas.  These  funds  have  been  matched  with  $7,814,280 
for  a  total  of  $12,380,359  being  expended  to  stimulate  technology-based  entrepreneurial  development  and 
enhance  the  research  capabilities  for  the  benefit  of  Montana's  economy. 


«  MONTANA  HEALTH  FACILITY  AUTHORITY  » 

The  Montana  Health  Facility  Authority  was  created  by  the  Montana  Legislature  in  1983  to  issue  tax- 
exempt  or  taxable  revenue  bonds  or  notes,  and  to  loan  the  proceeds  to  any  public  or  private  nonprofit 
health  facility  for  eligible  capital  improvements.  The  authority  is  an  autonomous  body  that  operates  on 
fees  generated  by  bond  issues  and  loan  transactions.  The  bonds  or  notes  do  not  obligate  either  the  State 
of  Montana  or  the  authority. 

The  authority  performs  an  important  public  function  to  improve  the  health  and  living  conditions 
of  the  people  of  the  state.  During  the  last  two  years  it  provided  tax-exempt  financing  for  nonprofit  health 
care  facilities  at  loan  rates  significantly  below  conventional  financing  alternatives.  These  financings 
enabled  the  health  care  facilities  to  enhance  their  health  care  services  to  the  community  and 
simultaneously  to  contain  costs. 

The  authority  currently  administers  two  programs:  the  Pooled  Loan  Program  and  the  Single  Project 
Financing  Program. 

Pooled  Loan  Program 

The  Pooled  Loan  Program  provides  low  interest  loans  for  eligible  health  institutions  to  finance  or 
refinance  the  purchase  of  land,  buildings,  equipment,  and  improvement  costs.  Under  this  program,  the 
authority  issues  revenue  bonds  to  establish  a  pool  of  funds,  the  proceeds  of  which  are  loaned  to  qualifying 
health  institutions  at  interest  rates  which  reflect  the  amount  paid  by  the  authority  on  the  bonds  plus  the 
ongoing  program  expenses. 

During  the  fiscal  year,  a  portion  of  the  proceeds  from  the  1985  Pooled  Loan  Program  bond  issue 
was  available  for  loans  to  qualifying  health  institutions.  Outstanding  revenue  bonds  for  the  1985  Pooled 
Loan  Program  totaled  $39,200,000  at  June  30,  1990,  and  $39,300,000  at  June  30,  1989,  with  a  maturity  date 
of  December  2015.  The  1985  bond  issue  has  a  provision  that  allows  the  Authority  to  loan  principal 
repayments  received  from  outstanding  loan  agreements  for  additional  capital  improvements  to  eligible 
health  facilities.  All  loans  issued  by  the  authority  are  structured  so  that  repayments  can  be  used  to 
redeem  all  outstanding  bonds  in  the  year  2015.  The  authority  presently  administers  41  loans  through  this 
program. 

In  October  1988,  the  authority  issued  revenue  bonds  under  the  Community  Provider  Pooled  Loan 
Program  (Series  1988A  and  1988B)  in  the  amount  of  $1,461,000  for  eight  community  providers  of  services 
to  persons  with  developmental  disabiUties.  Proceeds  of  the  Series  1988 A  bonds  were  used  to  finance  and 
refinance  land,  buildings,  equipment,  and  improvement  costs.  In  addition,  a  portion  of  the  proceeds  were 
used  to  create  a  reserve  account  and  to  pay  a  portion  of  the  issuance  and  insurance  costs.  Proceeds  of 
the  Series  1988B  bonds  were  used  to  pay  the  remaining  issuance  and  insurance  cost. 
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Single  Project  Financing  Program 

The  Single  Project  Financing  Program  authorizes  tax-exempt  financing  on  a  project-by-project  basis. 
Bonds  or  notes  are  issued  for  individual  projects  under  this  program.  Prior  to  fiscal  year  1989,  the 
authority  issued  bonds  totaling  $35,665,000  for  five  projects  ranging  from  $440,000  to  $18,000,000.  Interest 
and  other  associated  costs  are  paid  by  the  participating  institutions. 

During  fiscal  year  1989,  the  authority  issued  bonds  in  the  amount  of  $9,365,000  to  advance  refund 
the  1980  City  of  Helena  revenue  bonds  for  St.  Peter's  Community  Hospital.  The  lower  interest  rate  costs 
will  yield  a  projected  annual  savings  of  $200,000  and  a  cumulative  savings  of  $1,400,000. 

During  fiscal  year  1990,  the  authority  issued  bonds  in  the  amount  of  $14,475,000  for  Kalispell 
Regional  Hospital  to  refund  outstanding  revenue  bonds  of  Flathead  County,  prepay  other  outstanding 
indebtedness  of  an  affiliate  of  the  hospital,  to  finance  and  refinance  the  costs  of  remodeling  and 
reconstructing  the  hospital  facilities,  and  installing  items  of  equipment.  Bond  proceeds  were  also  used 
to  fund  a  reserve  fund  and  pay  costs  of  issuance  for  the  1990  bonds  and  for  the  refunding  loan 
prepayments. 

On  July  1, 1990,  the  authority  issued  revenue  bonds  under  its  second  Community  Provider  Pooled 
Loan  Program  (Series  1990A  and  1990B)  in  the  amount  of  $5,858  for  12  community  providers  of  services 
to  persons  with  developmental  disabilities.  Proceeds  of  the  Series  1990A  bonds  were  used  to  finance  and 
refinance  land,  buildings,  equipment  and  improvement  costs.  In  addition,  a  portion  of  the  proceeds  were 
used  to  create  a  reserve  fund  and  to  pay  a  portion  of  issuance  costs.  Proceeds  of  the  Series  1988B  bonds 
were  used  to  pay  for  borrowers'  program  expenses. 

This  increased  activity  represents  a  greater  public  awareness  of  the  authority's  programs  and 
benefits.  The  authority  anticipates  the  pooled  loan  program  concept  to  be  utilized  more  frequently  for 
two  reasons.  One,  financing  costs  are  prorated  among  all  participants,  reducing  the  borrowing  costs  for 
all.  And  two,  restrictions  on  federal  capital  improvement  cost  reimbursement  has  resulted  in  a  statewide 
downsizing  of  health  care  facility  capital  plans,  making  many  stand-alones  uneconomical. 


«  MONTANA  BOARD  OF  HOUSING  » 

The  Montana  Board  of  Housing  was  created  by  the  Montana  Housing  Act  of  1975,  to  provide 
decent,  safe,  and  sanitary  housing  and  to  alleviate  the  high  cost  of  housing  for  lower  income  individuals 
and  families.  Program  operating  funds  are  generated  either  through  the  sale  of  tax-exempt  bonds  or 
through  administrative  fees.  The  board  receives  no  state  funds  to  operate  the  programs. 

Homeownership  Programs:   Single  Family  Bond  Program 

The  board  initiated  the  Single  Family  Bond  Program  in  1977,  to  assist  lower  income  Montanans  in 
purchasing  homes  within  the  state.  The  board  issues  tax-exempt  mortgage  revenue  bonds  to  provide 
below  market-rate  mortgage  loans. 

Since  1977, 20  bond  issues  have  been  sold,  the  proceeds  of  which  have  assisted  approximately  15,500 
Montanans  to  purchase  existing  housing,  or  to  build  new  homes  in  177  communities  throughout  the  state. 
The  program  primarily  assists  first-time  homeowners,  but  in  designated  areas,  borrowers  need  not  be  first- 
time  purchasers.  Qualifying  borrowers,  however,  must  meet  certain  annual  income  and  house  price 
restrictions.  All  of  the  mortgage  loans  financed  were  newly  originated,  25-  or  30-year  mortgages,  which 
are  either  insured  by  the  Federal  Housing  Administration  (FHA),  or  guaranteed  by  the  Veterans 
Administration  (VA).  The  Board  sold  four  mortgage  revenue  bond  issues  in  1989  and  1990,  which 
provided  funds  to  purchase  approximately  2,100  mortgages. 
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Mortgage  Credit  Certificate  Program 

This  program  was  implemented  by  the  board  in  July,  1987,  to  assist  lower  income  individuals  and 
families  in  the  purchase  of  their  first  home.  With  the  program,  the  board  issues  federal  tax  credits  rather 
than  providing  mortgage  loan  funds.  The  Mortgage  Credit  Certificate  Program  benefits  qualified  Montana 
homebuyers  by  either  reducing  their  federal  tax  liability,  or  by  providing  more  disposable  income  to  assist 
in  making  monthly  mortgage  payments.  Tax  credits  are  issued  at  a  uniform  rate  of  20  percent,  enabling 
borrowers  to  change  the  nature  of  20  percent  of  annual  mortgage  interest  expense  from  an  itemization  to 
a  tax  credit  when  filing  annual  tax  returns.  The  board  has  issued  over  1,500  tax  credit  certificates  since 
1987  to  homebuyers  who  meet  certain  annual  income  and  house  price  restrictions. 

Multifamily  Programs:   Multifamily  Bond  Programs 

The  board  issues  tax-exempt  industrial  development  bonds  to  finance  the  construction  of  new  or 
to  rehabilitate  existing  low  income  multifamily  rental  housing.  The  board  has  financed  668  multifamily 
housing  units  in  11  projects  throughout  the  state,  and  currently  has  432  units  in  eight  projects  under 
permanent  mortgage.  Financing  was  provided  by  issuing  four  series  of  multifamily  bonds  and  notes  in 
an  initial  principal  amount  of  $24,410,000.  The  proceeds  provided  construction  funds  or  purchased 
permanent  multifamily  mortgage  loans  for  rental  housing  projects  for  the  elderly,  families  or  individuals 
of  lower  income.  All  projects  are  insured  by  the  Federal  Housing  Administration,  and  each  of  the 
occupants  receives  a  rent  subsidy  under  the  HUD/FHA  Section  8  Management  Division  of  HUD. 

Low  Income  Housing  Tax  Credit  Program 

In  November,  1987,  the  board  implemented  this  program,  which  promotes  the  retention  of  existing 
and  the  provision  of  new  low  income  rental  housing  through  the  use  of  federal  tax  credits. 

The  Tax  Reform  Act  of  1986  established  the  Low  Income  Housing  Tax  Credit  as  a  replacement  for 
previous  federal  tax  incentives  for  investing  in  low  income  housing.  The  credit  offers  a  straight  dollar-for- 
doUar  reduction  in  tax  liability  to  owners  and  investors  in  eligible  housing  projects.  Through  the  credit, 
developers  and  owners  of  qualified  housing  receive  a  tax  credit  each  year  for  10  years,  based  on  the 
number  of  housing  units  provided  to  qualified  low  income  individuals  and  families. 

The  board  has  allocated  more  than  $1,200,000  of  low  income  housing  tax  credits  to  21  qualified 
projects  in  Montana  that  contain  377  units  of  low  income  rental  housing. 

Reverse  Annuity  Mortgage  Program 

This  program  was  authorized  by  the  51st  Legislature,  and  is  intended  to  provide  qualified  elderly 
lower  income  homeowners  an  additional  income  source  from  the  accumulated  equity  in  their  homes,  and 
thereby  enable  them  to  provide  more  substantially  for  their  own  in-home  support  and  specialized  care. 
The  board  will  enter  into  a  mortgage  loan  with  a  borrower,  based  on  the  accumulated  equity  in  the  home, 
and  advance  loan  payments  monthly  for  a  period  of  10  years,  as  long  as  the  borrower  occupies  the 
property.   A  pilot  version  of  the  program  was  implemented  on  October  1,  1990. 
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«  LOCAL  GOVERNMENT  ASSISTANCE  DIVISION  » 

The  division's  12  direct  service  and  financial  assistance  programs  provide  an  important  connection 
between  Montana's  local  governments  and  corresponding  units  of  state  and  federal  government.  The  $23 
million  annual  technical  and  financial  assistance  services  include:  auditing  and  accounting  systems 
management;  staff  training  in  financial  and  statutory  compliance;  subdivision  development  and  regulation; 
operafing  and  administering  federally  funded  housing,  public  works  and  economic  development  funding 
programs,  and  developing  critical  management  information  and  training  resources  for  local  officials. 

Montana  Community  Development  Block  Grant  (CDBG)  Program 

The  CDBG  Program  is  a  federally  funded,  competitive  grant  program  that  has  awarded  $50  million 
for  125  local  government  projects  across  Montana  since  1982.  Each  of  these  projects  principally  benefits 
low  and  moderate  income  families.  The  CDBG  Program  is  the  major  Montana  funding  source  for 
substandard  housing  rehabilitation  and  neighborhood  revitalizafion.  These  grants  also  help  communities 
make  costly  sewer  and  water  improvements  affordable  for  lower  income  citizens.  The  CDBG  economic 
development  grants  are  loaned  by  local  governments  to  businesses,  in  conjunction  with  new  private 
investment,  to  make  business  start-ups  and  expansions  possible  that  otherwise  would  not  have  been 
financially  feasible. 

The  combination  of  CDBG  and  private  participation  dollars  has  created  over  $60  million  of  new 
construction  in  Montana  communities  and  has  created  hundreds  of  jobs  for  Montanans. 

Montana  Coal  Board 

Funded  by  a  portion  of  the  state  coal  severance  tax  and  appointed  by  the  governor,  the  Coal  Board 
awards  grants  to  local  government  units  that  must  expand  public  services  because  of  large-scale  coal 
development.  Since  1975,  coal  impact  areas  have  been  assisted  by  approximately  $65  million  in  Coal 
Board  grants  for  local  public  service  projects. 

Montana  Hard  Rock  Mining  Impact  Board 

This  governor-appointed  quasi-judicial  board  provides  community  impact  technical  assistance  and 
mediates  disputes  between  developers  and  local  governments  concerning  their  developed  impact  plan. 
Funded  by  a  percent  of  the  Metal  Mines  License  Tax,  the  board  also  provides  guidance  to  local 
governments  for  an  "impact  of  decline"  grant/ loan  program.  Program  revenues  assist  in  the  fiscal 
mitigation  of  impacts  when  a  major  mine  reduces  employment  or  closes.  The  local  trust  account 
responsibility  has  never  been  utilized  by  participating  counties—but  remains  operational  should  events 
so  require. 


13 


14 


TOURISM 
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MONTANA  PROMOTION  DIVISION  » 


The  Montana  Promotion  Division-Travel  Montana-promotes  Montana  as  a  vacation  destination 
and  location  for  filming  motion  pictures  and  TV  commercials,  in  order  to  increase  visitor  revenues  and 
business  profitability,  and  to  create  new  jobs  and  new  businesses.  The  four  percent  accommodations  tax, 
enacted  by  the  50th  Legislature,  has  dramatically  influenced  Travel  Montana's  promotion  efforts.  Several 
main  marketing  areas  exist  within  Travel  Montana:  Consumer  Advertising,  Group  Travel,  Overseas 
Marketing,  Motion  Picture  &  Television  Locations,  Publicity,  Public  Relations,  Pubhcations,  Infrastructure 
Development  and  Regional  Marketing.  Promotional  efforts  are  guided  by  a  15-member,  legislatively 
mandated  Tourism  Advisory  Council,  whose  members  are  appointed  by  the  governor. 

Promotion  Efforts  Successful 

The  accommodations  tax,  together  with  increased  commitments  by  Montana's  tourism  businesses 
and  regional  organizations,  has  bolstered  efforts  by  Travel  Montana.  Evidence  suggests  that  the  increased 
promotion  efforts  have  been  extremely  successful,  and  that  programs  made  possible  by  the  "bed  tax" 
revenue  will  continue  to  generate  revenues  for  Montana. 

Summer  travellers  in  Montana  spent  an  estimated  $40  million  more  in  1990  than  in  1988,  totalling 
$698  million.  Consequently,  bed  tax  revenues  consistently  show  a  10-12  percent  increase  quarterly  over 
the  previous  year. 

Marketing  research  supplied  by  the  university  system  allows  advertising  to  be  targeted  toward 
Montana's  "best  prospects."  These  prospects  are  delineated  by  geography,  by  demographic  characteristics 
(such  as  age,  income,  occupational  status,  sex  and  education),  and  by  "psychographic"  characteristics,  or 
attitudes  toward  certain  vacation  styles. 

For  several  years  prior  to  implementation  of  the  accommodations  tax.  Travel  Montana's  advertising 
budget  remained  constant.  Consequently,  the  rising  cost  of  advertising  meant  fewer  people  were  exposed 
to  Montana's  summer  travel  campaigns.  However,  since  1988,  total  exposure  has  increased  dramatically, 
with  additional  bed  tax  funds  available  to  purchase  higher  quaUty  advertisements. 

Marketing  Efforts  Awarded 

In  1990,  a  major  market  television  campaign  was  produced  for  the  second  time  using  an  updated 
and  freshened  "When  Montana  Sings"  theme.  The  commercials  reached  79.5  million  (designated  market 
area)  households  in  seven  different  geographic  markets  including  Alberta,  Colorado,  Minnesota,  South 
Dakota,  Utah,  Washington  and  Nebraska.  The  Travel  Industry  Association  of  America  awarded  Montana 
the  top  honor  in  marketing  and  promotion  creativity  for  the  television  commercial  with  a  length  of  under 
90  seconds  and  cost  of  $50,000  or  more. 

Through  individual  and  cooperative  print  advertising.  Travel  Montana  ads  reached  a  circulation 
of  55  million  to  promote  the  summer  travel  season,  an  increase  of  46  percent  compared  to  1989  circulation. 
Cooperative  campaigns  included  those  with  Alberta,  Wyoming,  Old  West  Trail  and  Heart  of  the  Rockies. 
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For  the  first  time  ever  Montana  was  featured  as  a  Fall  vacation  destination.  The  campaign,  aimed 
at  broadening  the  state's  tourism  season,  utilized  television  and  print  advertising.  The  "Autumn  Splendor" 
television  commercials  used  the  same  concept  as  the  "Montana  Sings"  summer  campaign  and  was  aired 
in  Saskatchewan,  Eastern  Washington,  North  Dakota  and  South  Dakota  with  a  total  of  14.5  million 
household  impressions.  The  print  campaign  was  seen  in  six  publications  with  a  total  circulation  of  1.5 
million. 

Montana  expanded  its  winter  marketing  efforts  in  the  areas  of  downhill  skiing,  cross-country  skiing 
and  snowmobiling.  National  magazine  advertising,  ski  club  publications,  airport  displays,  outdoor 
billboards,  television  advertising,  road  shows,  and  the  Invite-A-Friend  campaign  made  up  the  multi- 
faceted  campaign.  Montana's  winter  sports  industries  have  shown  dramatic  growth  with  total  skier 
revenues  over  the  past  three  winters  increasing  26  percent,  7  percent,  and  15  percent  respectively. 

Publicity  Gets  Results 

Any  media  exposure  that  is  not  purchased  is  generally  defined  as  publicity.  Publicity  is  an 
important  marketing  alternative  because  of  the  minimal  cost  involved  as  compared  to  purchased 
advertising.  Travel  Montana  regularly  seeks  positive  national  and  international  travel  publicity  in  order 
to  establish  a  public  image  and  demand  for  Montana  as  a  vacation  destination. 

Writer  familiarization  tours  remain  an  important  way  to  generate  publicity.  Travel  Montana  has 
cooperated  in  12  writer  "fam"  trips  this  year,  hosting  over  30  writers  from  magazines  such  as  Better 
Homes  and  Gardens,  Snow  Country,  Powder  and  National  Geographic  Traveller. 

As  a  result  of  Montana's  publicity  efforts  in  the  past  year  articles  have  appeared  in  over  25 
magazines,  including  Sunset,  Audubon,  Field  and  Stream  and  Sports  Afield  and  in  17  newspapers, 
including  USA  Weekend,  the  San  Francisco  Chronicle,  and  the  New  York  Times. 

Travel  Montana  continues  to  pursue  coverage  in  the  electronic  media  as  well.  ABC  and  NBC 
Evening  News,  ESPN,  the  Travel  Channel,  PM  Magazine,  have  all  had  crews  in  Montana  this  year. 

A  broadcast  version  of  Travel  Montana's  award  winning  video,  "Montana:  America's  Natural  Park," 
has  been  offered  to  independent  and  cable  television  stations  nationwide  and  the  response  has  been 
tremendous.  Over  75  stations  have  requested  the  program,  bringing  Montana  into  the  homes  of  television 
viewers  all  across  the  United  States. 

Steady  Increases  in  Motion  Picture  Projects  and  Revenue 

Travel  Montana  also  markets  the  state  as  a  location  for  film  and  video  projects.  Both  the  number 
of  motion  picture  projects  that  have  been  filmed  in  Montana  and  the  resulting  revenues  have  increased 
steadily  over  the  past  nine  years. 

Motion  Picture  &  T.V.  Production 

Dollars  Spent  in  Montana 

(estimated  gross  expenditures) 


Motion  Picture 

^ocatioi 

-1  Projects 

1982 

16 

1983 

23 

1984 

31 

1985 

27 

1986 

29 

1987 

30 

1988 

34 

1989 

48 

1990 

58 

1982 

$ 

397,999 

1983 

$ 

3,028,000 

1984 

$ 

995,000 

1985 

$ 

4,939,000 

1986 

$ 

5,739,000 

1987 

$ 

5,820,000 

1988 

$ 

6,020,000 

1989 

$ 

8,000,000 

1990 

$ 

8,250,000 
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Production  filmed  in  Montana  in  1990  include  three  feature  films:  "True  Colors,"  filmed  at  Big  Sky; 
"Common  Ground,"  filmed  in  Columbia  Falls;  and  the  four-hour  television  mini-series,  "Son  of  the 
Morning  Star,"  shot  in  the  Billings  area.  A  total  of  55  other  projects  were  filmed  throughout  the  state 
(includes  commercials,  documentaries,  music  videos  and  TV  series). 

Tourism  Organizations  Complete  Marketing  Projects 

Accommodations  tax  revenue,  which  is  returned  to  regional  nonprofit  tourism  organizations  and 
convention  and  visitor  bureaus  of  eligible  cities,  provides  valuable  dollars  to  promote  regions  and  cities 
as  destinations  for  travel  or  movie /commercial  filming  and  thereby  improves  the  economy  of  Montana. 

Revenue  is  returned  on  a  prorated  basis  and  regional  budgets  for  FY90/91  range  from  $286,000  for 
Glacier  Country  to  $30,000  for  Missouri  River  Country.  Convention  and  visitor  bureau  budgets  range 
from  $90,000  at  the  Billings  Chamber  to  $27,000  at  the  West  Yellowstone  Chamber. 

Tourism  organizations  eligible  for  funding  must  meet  certain  criteria  established  by  the  Tourism 
Advisory  Council  prior  to  receiving  the  funds.  All  promotional  projects  are  presented  to  the  council  for 
approval.  The  council  denies  or  amends  those  which  are  not  deemed  cost-effective  or  result-effective. 
Included  in  the  application  process  is  a  summary  of  how  the  project  is  to  be  evaluated. 

The  Montana  Promotion  Division  works  with  these  organizations  once  the  project  applications  are 
approved.  The  organizations  must  submit  quarterly  financial  compliance  forms  and  semiannual  program 
compliance  forms.  Annual  audits  of  the  program  results  and  financial  transactions  are  conducted  on-site. 

Accommodation  taxes  initiate  approximately  175  new  local  marketing  projects  annually.  The 
tourism  regions  have  done  a  great  deal  of  print  advertising,  involving  the  production  of  brochures,  guides 
and  ads  in  magazines  which  range  from  full-page,  full-color  to  small  directory  ads.  Cities  have  focused 
on  campaigns  encouraging  visitors  to  spend  additional  time  in  the  community,  as  well  as  some  aggressive 
convention  promotion  efforts. 

Luring  Overseas  Visitors 

Montana  has  conducted  several  trade  missions  to  Europe  and  the  Pacific  Rim  to  create  positive 
relations  with  local  tour  operators  and  the  media.  Current  marketing  efforts  overseas  focus  on  raising  the 
awareness  of  Montana  as  a  vacation  destination  mainly  through  familiarization  tours  for  group  tour 
planners  and  media  representatives. 

Montana,  Wyoming  and  Utah  continue  their  cooperative  agreement  with  the  six  largest  tour 
wholesalers  in  Japan  to  promote  travel  from  Japan  to  the  three-state  region.  The  program  is  called 
"Highway  '89."  These  wholesalers  manage  75  percent  of  the  Japanese  tour  business.  As  a  result  of  the 
division's  efforts,  several  representatives  from  prominent  Japanese,  German  and  British  magazines  or 
newspapers,  as  well  as  Taiwanese  film  crews,  have  visited  Montana  over  the  last  two  years. 

The  Growing  Travel  Market 

Travel  Montana's  promotional  efforts  continue  to  generate  a  strong  interest  among  group  tour 
operators,  making  the  group  travel  industry  a  valuable  and  growing  segment  of  Montana's  tourism 
industry. 

Direct  mail  efforts  provide  information  to  group  tour  planners,  highlighting  new  tour  planning 
ideas  for  Montana.  The  "1991-92  Group  Tour  Planning  Guide,"  the  most  requested  resource  material,  will 
be  distributed  to  2,500  tour  planners  in  January. 
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Travel  Montana  participated  in  both  the  Spring  and  Fall  Marketplaces  of  the  National  Tour 
Association,  as  well  as  the  Fall  Marketplace  of  the  American  Bus  Association.  Combined,  over  175 
meetings  were  conducted,  generating  a  high  degree  of  interest  for  Montana's  tour  potential. 

For  summer  and  winter  fam  tours,  Montana  hosted  60  tour  planners  in  1990.  Conservatively,  75-80 
percent  of  these  operators  will  create  new  or  expand  existing  programs.  Approximately  125  tour 
operators,  planners  or  group  leaders  were  counseled  in  1990. 

The  economic  impact  of  group  travel  in  Montana  for  1990  is  estimated  at  $10.8  million.  Each 
motorcoach  group  was  projected  to  make  direct  expenditures  at  a  rate  of  $2,275 /night,  with  an  additional 
$595 /night  for  various  retail  goods. 

Publications  Philosophy:   High  Quality 

A  larger  budget  also  allows  Travel  Montana  to  improve  the  quality,  quantity  and  type  of  travel 
planning  publications  to  better  compete  with  travel  publications  of  other  states.  Throughout  the  biennium 
the  division  designs,  prints  and  distributes  more  than  3.5  million  travel  promotion  publications  including 
the  "Montana  Vacation  Guide,"  "Travel  Planner,"  "Highway  Map,"  "Calendar  of  Events,"  "Winter  Guide," 
"Snowmobiling  Guide",  "Group  Tour  Planning  Guide"  and  the  "Motion  Picture  and  Television  Location 
Guide."  Additionally,  in  1990-91  a  "Montana  Golf  Guide,"  "Angling  Guide"  and  "Historical  Guide"  wrill 
be  produced  in  cooperation  with  the  respective  agencies. 

Superhost  Program 

The  Montana  Superhost  program  is  designed  to  provide  an  ongoing,  comprehensive,  community 
based  system  to  help  insure  proper  customer  service  and  for  improving  visitor  information  resources 
throughout  Montana. 

Once  a  community  has  become  dedicated  to  receiving  the  Superhost  designation  and  has  selected 
a  sponsoring  organization  (usually  the  local  chamber  of  commerce),  specific  requirements  must  be 
completed.  These  requirements  are  set  by  the  Tourism  Advisory  Council  and  monitored  by  the 
Department  of  Commerce. 

In  July  of  1989,  the  program  was  transferred  from  the  Business  Development  Division  of  the 
Department  of  Commerce  to  the  Montana  Promotion  Division.  Since  the  program's  inception  in  1987,  26 
communities  have  been  designated  as  Superhost  communities.  Eight  of  these  communities  were 
designated  since  June  of  1990. 

Interest  in  this  program  and  the  demand  for  customer  service  training  is  continuing  to  rise 
throughout  the  state.  As  such,  Superhost  has  expanded  to  include  satellite  communities  (communities 
without  chambers)  and  will  eventually  include  an  International  Superhost  designation. 

Convention  Focus 

Travel  Montana,  in  cooperation  with  the  state's  private  sector,  continually  works  to  increase  the 
number  of  meetings  and  conventions  held  in  Montana.  Together,  we  are  building  an  image  of  Montana 
as  a  meeting  destination  and  creating  demand  for  Montana's  meeting-related  products  and  services  to 
meetings  and  convention  planners.  This  is  accomplished  through  such  efforts  as  direct  mail  invitations 
from  the  governor  to  thousands  of  regional  associations  and  support  assistance  for  convention  bidding. 
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Visitor  Information  Center  Proposal 

House  Bill  550,  passed  by  the  1989  Legislature,  requires  the  Department  of  Commerce  to  present 
to  the  52nd  Legislature  a  plan  for  a  system  of  Visitor  Information  Centers  in  Montana.  According  to  the 
bill,  one-third  of  the  funds  appropriated  for  the  study  during  fiscal  year  1990/91  were  to  come  from  the 
Department  of  Highways  and  two-thirds  from  the  Institute  for  Tourism  &  Recreation  Research. 

The  Tourism  Advisory  Council,  the  Montana  Department  of  Highways,  the  United  States  Forest 
Service  (USPS),  the  Montana  Department  of  Fish,  Wildlife  &  Parks,  the  School  of  Architecture  at  Montana 
State  University,  the  Institute  for  Tourism  &  Recreation  Research  and  Montana  commuruties  participated 
in  the  study  which  was  begun  in  September,  1989. 

Site  selections  have  been  made  for  proposed  Visitor  Information  Centers  in  seven  locations  in 
Montana,  preliminary  data  has  been  gathered  from  each  site,  initial  architectural  designs  were  prepared 
and  alternative  funding  research  conducted.  The  final  proposal  will  be  submitted  to  the  1991  Legislature, 
with  suggested  methods  and  funds  to  develop  Visitor  Information  Centers  in  the  state. 
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PUBLIC  SERVICE  AND  SAFETY 


«  PUBLIC  SAFETY  DIVISION  » 

The  division  administers  and  coordinates  the  activities  of  the  Building  Codes  Bureau,  the  Milk 
Control  Bureau,  the  Professional  and  Occupational  Licensing  Bureau,  the  Weights  and  Measures  Bureau, 
and  the  Tramway  Safety  Program. 

Because  all  the  division's  programs  are  self-supporting,  except  for  Weights  and  Measures,  managing 
expenditures  in  relation  to  income  is  a  key  function.  Automation  planned  for  the  Building  Codes  Bureau 
will  help  satisfy  statutory  directives  in  a  timely  fashion  and  is  on-going. 

The  division  has  moved  several  bureaus  from  the  main  Commerce  building,  resulting  in  better 
management  of  program  functions.  The  Milk  Control  Bureau  has  implemented  a  statewide  milk  pool 
arrangement,  and  by  use  of  automation,  did  so  without  additional  staff. 

Building  Codes  Bureau 

The  bureau's  mission  is  to  protect  the  health  and  safety  of  the  public  and  workers  in  the  state  by 
ensuring  design  and  construction  of  safe  buildings  and  recreation  vehicles  to  meet  minimum  building, 
plumbing,  mechanical,  electrical,  and  elevator  standards.  The  State  Plumbing  and  Electrical  Boards  and 
the  Public  Contractors  Licensing  section  ensure  competency  and  proper  licensing  of  individuals  employed 
in  the  plumbing  and  electrical  trades. 

Specific  bureau  goals  include  the  safety  of  building  occupants  through  enforcement  of  construction 
and  licensing  standards;  professional  and  prompt  service;  and  ensuring  that  the  rules  and  regulations 
protect  the  public  and  address  current  construction  practices. 

The  bureau  also  is  interested  in  promoting  energy  efficient  buildings,  and  strives  to  provide  its 
statutory  services  with  the  least  cost  to  those  being  regulated. 

Milk  Control  Bureau 

The  bureau  supervises,  regulates  and  controls  Montana's  milk  industry,  investigating  all  matters 
pertaining  to  the  production,  processing,  storage,  distribution  and  sale  of  milk.  The  bureau  is  charged 
with  ensuring  compliance  of  all  licensees  with  minimum  pricing,  fair  trade  rules,  extension  of  credit  and 
financing  prohibitions  of  the  law.  Proper  production  and  orderly  marketing  of  milk  and  cream  products 
is  encouraged  in  order  to  guarantee  an  adequate  supply  of  healthful  milk  to  the  consuming  public  at  the 
least  possible  cost. 

During  the  biennium  the  bureau  implemented  a  statewide  milk  pooling  arrangement. 

Professional  and  Occupational  Licensing  Bureau 

The  bureau  provides  administrative  clerical  services  required  by  30  professional  and  occupational 
licensing  boards  including  correspondence,  processing  of  applications,  licensing,  monitoring  continuing 
education,  investigating  complaints,  administering  and  grading  examinations,  maintaining  board  records, 
preparing  budgets,  maintaining  an  automation  system,  monitoring  income  and  expenditures,  and 
providing  required  legal  advice. 
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Weights  and  Measures  Bureau 

The  bureau  inspects  and  tests  all  commercial  weighing  and  measuring  devices  and  occasionally 
noncommercial  devices  when  requested.  It  also  ensures  quality  and  quantity  control  for  all  petroleum 
products. 

The  bureau  investigates  complaints  concerning  all  violations  of  weights  and  measures  laws  and 
regulation;  regulates  labeling,  advertising  and  quantity  control  of  prepackaged  products;  licenses  all  state 
petroleum  dealers,  both  wholesale  and  retail;  and  collects  all  license  and  scale  test  fees  as  well  as  imposes 
all  late  penalties. 


«  FINANCIAL  DIVISION  » 

The  mission  of  the  division  is  to  safeguard  the  public's  deposits  and  investment  in  state  chartered 
financial  institutions  through  enforcement  of  applicable  statutes  and  regulations.  The  division  supervises 
the  operation  of  120  bank  and  trust  companies,  three  branches,  19  credit  units,  and  17  consumers  loan 
offices.  Although  the  division  does  not  examine  them,  it  licenses  and  handles  complaints  for  80  sales 
finance  companies.  Through  recent  legislation,  the  division  also  has  been  charged  with  monitoring  the 
activities  of  qualified  Montana  capital  companies,  escrow  companies  and  the  lending  function  of  the  Office 
of  Development  Finance  within  the  Board  of  Investments. 

Supervision  and  regulation  of  state  chartered  financial  institutions  is  accomplished  primarily 
through  on-site  safety  and  soundness  examinations  conducted  by  the  division's  examination  staff. 
Although  the  division  continues  to  monitor  some  problem  banks  and  credit  unions,  the  quality  of  assets 
in  Montana  financial  institutions  appears  to  show  a  trend  toward  gradual  improvement.  Examination  of 
credit  unions,  consumer  loan  companies,  escrow  companies  and  capital  companies  is  expected  to  reach 
nearly  100  percent.  Because  of  efficiencies  resulting  from  opening  a  field  office  in  Billings,  the  number 
of  bank  and  credit  union  examinations  is  expected  to  increase  from  approximately  63  in  1989  to  76  in  both 
fiscal  years  1990  and  1991. 

Despite  the  accelerated  failure  trend  of  banks  and  savings  and  loans  in  other  parts  of  the  country, 
only  six  state  chartered  banks  failed  in  Montana  during  this  decade.  The  division  works  closely  with 
Federal  bank  regulatory  agencies  to  seek  alternatives  to  closure.  The  national  savings  and  loan  crisis  will 
bring  about  increased  federal  and  state  statutory  changes  aimed  at  strengthening  both  state  and  Federal 
supervisory  functions. 


«  MONTANA  BOARD  OF  HORSE  RACING  » 

The  Montana  Board  of  Horse  Racing  and  its  staff  are  responsible  for  regulating  and  ensuring  the 
integrity  of  the  state's  horse  racing  industry,  both  live  and  simulcast,  in  compliance  with  the  Montana 
State  Board  of  Horse  Racing  Laws  and  Rules.  It  issues  approximately  3,500  licenses  annually,  regulates 
eight  race  tracks  and  14  simulcast  sites,  and  also  regulates  permissive  medication  use  at  race  tracks. 
Distribution  of  monies  collected  for  the  Owners  Bonus  and  Breeders  Bonus,  amounting  to  approximately 
$9.5  million  in  both  live  and  simulcast  parimutuel  transactions,  are  monitored  by  the  board. 
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«  TRANSPORTATION  DIVISION  » 

The  division  has  two  basic  goals:  to  work  with  Montana's  producers  and  shippers  in  enhancing 
and  maintaining  a  viable  and  competitive  transportation  system;  and  to  provide  technical  and  financial 
assistance  to  local  officials,  communities,  transit  operators  and  users  in  the  planning,  development  and 
financing  of  passenger  transportation  services. 

Dakota,  Missouri  Valley  and  Western  Railroad  Lease.  Based  in  Bismarck,  North  Dakota,  the  DMVWR 
began  operation  of  364  miles  of  Soo  Line  trackage  in  September  of  1990.  The  new  operation  includes  56.9 
miles  of  trackage  in  Montana  serving  the  communities  of  Whitetail,  Westby,  and  between.  The  division 
has  established  liaison  between  the  new  operators,  affected  shippers,  and  neighboring  states  to  assure  a 
proper  transition  and  to  protect  the  interests  of  Montana  industry,  its  economy  and  people. 

McCarty  Farms.  The  most  recent  major  decision  in  the  McCarty  Farms  case  was  issued  on  February  12, 
1988,  when  the  ICC,  for  the  fourth  time,  found  that  BN  had  rates  that  exceeded  a  reasonable  maximum 
and  reparations  were  due  to  Montana's  grain  shippers.  Settlement  discussions  were  held  with  the  BN  on 
November  21-31, 1988,  and  again  on  orders  from  Judge  Hatfield  on  June  12, 1989-no  agreement  has  been 
reached.  These  discussions  were  held  before  Magistrates  Shanstrom  and  Holter  in  Billings. 

On  February  21, 1989,  after  various  appeals  and  procedural  questions  were  raised,  the  ICC  provided 
some  guidance  on  the  computation  of  reparations.  BN  was  given  90  days  to  present  its  calculations  and 
to  roll  back  rates  where  needed.  McCarty  would  then  have  30  additional  days  to  respond  to  BN's  plan. 
On  June  15, 1989,  BN  filed  a  motion  to  strike  portions  of  McCarty's  filing  on  reparations.  On  July  5, 1989, 
McCarty  replied  to  BN's  evidence  based  on  quarterly  results  and  McCarty  did  object.  Other  procedural 
motions  have  been  filed  by  both  parties.  The  status  of  the  case  remains  that  the  ICC  should  issue  its 
decision  based  solely  on  what  reparations  BN  must  pay  to  McCarty  and  what  interest  calculation  is  to  be 
applied  to  that  figure. 

Central  Montana  Rail.  CMR  is  in  its  fifth  year  of  operation.  The  division  continues  to  assist  the  local 
organization  by  providing  advice  and  expertise  on  common  operating  issues.  Through  the  biennium,  the 
division  has  overseen  $1,374,961  in  railroad  rehabilitation  projects  on  this  shortline.  The  monies  were 
provided  from  committed  Federal  Local  Rail  Freight  Assistance  Grant  funding  administered  by  the 
division. 

Local  Rail  Freight  Assistance  Program.  LRFA,  a  federal  program  within  the  Federal  Railroad 
Administration,  helps  states  plan  and  pursue  their  rail  needs.  Federal  appropriations  are  allocated  to  each 
state  to  develop  a  state  rail  planning  program.  The  planning  product  results  in  eligibility  for  federal 
funding  for  acquisition,  rehabilitation  or  new  construction  of  railroad  facilities. 

Rate  and  Costing  Assessments.  The  division  prepared  numerous  rate  and  cost  analyses  to  assist 
constituents  in  evaluating  business  opportunity  and  market  expansion  plans.  The  staff  also  maintains 
railroad  cost  recovery  index  files  and  tariffs  to  assure  that  independent  data  bases  are  available  for  these 
purposes. 

Rail  Grain  Car  Shortage.  1989  grain  marketing  produced  one  of  the  most  severe  car  shortages  of  the 
decade.  A  captive  shipper  state,  Montana  was  severely  impacted  by  this  national  problem.  The  division 
worked  extensively  with  agricultural  organizations  and  presented  testimony  at  hearings  before  the  ICC. 

Rams  Railroad  Sale.  The  division  conducted  negotiations  to  complete  the  transfer  of  rail  properties  in 
Deer  Lodge  and  Silver  Bow  counties  to  BGM-Rarus  railway.  The  state's  interests  in  these  properties,  held 
for  the  past  five  years,  were  transferred  to  private  sector  ownership  and  operation. 
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Butte  Superfund  Activities.  The  division  has  been  very  active  in  Superfund  remedial  planning  for  the 
Butte  area.  Working  with  EPA,  ARCO,  other  state  agencies,  and  the  public,  the  division  has  worked  to 
bring  focus  to  the  very  complex  issues  of  property  ownership  and  responsibility. 

Rail  Planning.  Rail  Plan  supplements  were  prepared  to  establish  eligibility  for  federal  grant  assistance 
for  branchline  rehabilitation.  The  Dixon-Polson  branchline  on  MRL  is  the  latest  project  candidate 
scheduled  for  $500,000  in  grant  assistance  for  late  1990.  In  addition,  1,100  miles  of  the  state's  rail  system 
were  physically  inspected  and  a  new  1990  Rail  Systems  Map  was  published. 

Abandonments.  The  48-mile  Scobey-Opheim  branchline  was  presented  to  the  ICC  for  abandonment  in 
1990.  Shippers,  communities  and  local  officials  rallied  to  protest  the  abandonment  action.  The  protest 
resulted  in  an  Administrative  Law  Judge's  denial  of  the  BN  abandonment  request.  The  division  provided 
support  services  to  the  protestants  and  is  working  with  the  ABLE  shipping  association  to  establish 
alternatives  for  long-term  rail  service  preservation. 

BN  COT  Program.  The  division  continues  to  monitor  the  trading  of  Burlington  Northern's  Certificates 
of  Transportation.  As  a  party  of  record  in  the  National  Grain  and  Feed  Dealers  Ex-Parte  protest  of  the 
COT  program,  the  Division  monitors  this  precedent  case  activity. 

Transloading  Facilities.  The  1989  grand  opening  of  the  $6  million  facility  of  the  Port  of  Montana  heralds 
a  new  era  of  transportation  technology  for  Montana.  Financed  in  large  part  by  pass-through  grant  funds 
administered  by  the  division,  this  demonstration  facility  provides  new  marketing  opportunities  for  a  broad 
cross-section  of  Montana's  industries.  The  division  is  expanding  the  transloading  concept  to  other 
locations  and  is  involved  in  a  $400,000  feasibility  assessment  of  Shelby  and  its  NETA  organization. 

Urbanized  Area  and  Public  Transportation  and  Planning.  During  the  biennium,  the  Passenger  Bureau 
provided  and  distributed  Urban  Mass  Transportation  Administration  (UMTA)  planning  grants  in  the 
amount  of  $173,185  to  the  metropolitan  planning  organizations  (MPOs)  of  Billings,  Great  Falls,  and 
Missoula,  and  to  the  cities  of  Helena,  Butte,  Kalispell  and  Billings.  The  Bureau  assisted  in  determining 
transit  planning  needs,  performed  federally  mandated  MPO  planning  process  reviews,  and  annually 
certified  each  MPO  transit  planning  program. 

Elderly  and  Handicapped  Transportation.  This  UMTA  program  provided  $377,492  in  federal  funds 
during  the  biennium  for  transportation  of  the  elderly  and  disabled.  Sixteen  non-profit  organizations  were 
eligible  recipients  of  these  capital  funds,  which  were  used  to  procure  16  vans  and  small  buses  and  to 
rehabilitate  18  older  vehicles.  Related  bureau  functions  include  soliciting  preapplications,  holding 
application  workshops,  assisting  local  organizations  in  preparing  applications  and  transit  development 
plans,  screening  and  ranking  applications,  developing  a  state  grant  application  for  submission  to  UMTA, 
preparing  vehicle  specifications,  awarding  vehicle  procurement  bids,  and  monitoring  each  program  agency 
and  vehicle  for  maintenance,  ridership,  operations,  reporting  and  contract  compliance. 

Rural  and  Small  Urban  Area  Public  Transportation.  Through  this  UMTA  program,  the  bureau  provided 
$753,126  in  capital  and  operating  grants  during  the  biennium  to  11  Montana  rural  areas  and  communities 
of  less  than  50,000  population  for  the  provision  of  public  transit  service. 

Rural  Transit  Assistance  Program  (RTAP).  Through  this  UMTA  program  the  bureau  provided  $121,539 
for  training,  technical  assistance,  research  and  other  support  services  of  transit  operators  in  Montana's 
rural  and  small  urban  areas.  The  Passenger  Bureau  assisted  the  Montana  RTAP  Advisory  Board  in 
developing  annual  training  programs,  preparing  a  state  grant  program  of  projects,  provided  scholarships 
for  training,  and  arranged  for  training  programs. 

Rural  Planning  and  Technical  Assistance  Program.  The  bureau  administered  $218,811  in  federal 
administrative  funds  from  UMTA  to  conduct  special  transit-related  studies  and  provide  transit  planning 
assistance  to  localities,  small  urban  transit  providers,  and  elderly  and  disabled  transportation  providers. 
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State  Transit  Funding  Assistance.  The  bureau  is  charged  with  the  responsibility  of  allocating  $142,500 
of  the  gas  tax  revenues  set  aside  under  Section  7-14-012,  MCA,  for  transit  purposes  among  cities  and 
urban  transportation  districts  of  the  state. 

Rail  Passenger  Service.  During  the  past  biennium,  the  division  maintcdned  monthly  ridership  statistics 
for  the  AMTRAK  Empire  Builder  for  each  of  the  12  stations  across  Northern  Montana,  conducted  Empire 
Builder  station  inspections,  and  established  a  rail  station  and  platform  inventory.  The  bureau  has 
maintained  communication  with  the  National  Railroad  Passenger  Corporation  (AMTRAK)  and  the 
National  Association  of  Railroad  Passengers. 

Drug  Testing  Program  Development.  The  Passenger  Bureau  has  worked  extensively  under  grants  from 
UMTA  in  developing  guidelines  to  assist  small  operators  nationwide  to  implement  recently  imposed 
federal  drug  testing  rules.  This  work  culminated  in  the  design  of  a  step-by-step  system  to  assist  small 
operators  in  adopting  drug  policies,  providing  employee  training  and  setting  up  the  required  testing 
programs.  The  final  product  is  a  kit  of  materials,  including  training  videos,  which  will  serve  as  a  national 
model  for  small  transit  systems  in  implementing  drug  testing. 


«  MONTANA  AERONAUTICS  DIVISION  » 

The  division's  goals  are  to  encourage  and  promote  aviation  safety  and  to  enhance  Montana's 
economy  by  fostering  and  promoting  a  safe  and  efficient  aviation  system  for  the  movement  of  goods, 
services,  and  people  within  the  state.  The  division  has  two  bureaus,  the  Safety  and  Education  Bureau  and 
the  Airport/ Airways  Bureau,  and  is  advised  by  the  Montana  Aeronautics  Board,  whose  members  are 
appointed  by  the  governor. 

Safety  and  Education  Bureau 

The  bureau  plans  and  supervises  an  annual  flight  instructor  refresher  clinic,  aircraft  mechanics 
refresher  seminars,  and  organizes  and  presents  pilot  safety  programs.  Every  year  approximately  60 
instructors  attend  the  clinic  to  renew  their  certification,  and  attendance  at  the  mechanics  seminar 
frequently  exceeds  70. 

The  bureau  also  organizes  and  maintains  a  functional  statewide  air  search  organization,  which  has 
a  roster  of  more  than  1,000  volunteer  search  pilots  and  600  aircraft.  As  part  of  the  search  and  rescue 
effort,  the  bureau  annually  trains  30  volunteer  pilots  in  its  Mountain  Search  Pilot  Clinic. 

The  bureau  acts  as  the  state's  approving  agent  for  Veterans  Admirustration  flight  schools,  and  it 
registers  Montana  pilots  and  aircraft.  In  addition,  the  bureau  conducts  competency  checks  and  flight 
instruction  for  division  pilots  who  hold  a  no-accident  record,  and  inspects  and  identifies  hazards  to  air 
navigation  and  recommends  marking  and  lighting  adjustments.  The  bureau  provides  a  number  of 
educational  opportunities  including  sponsoring  seven  aviation /aerospace  education  workshops  annually 
through  the  state's  colleges  and  universities,  providing  aviation  information  and  curriculum  planning  to 
educators,  and  distributing  audiovisual  materials  to  schools  and  aviation  groups. 

Airports/Airways  Bureau 

In  meeting  Montana's  aviation  needs,  the  bureau  develops,  operates  and  maintains  statewide 
systems  of  electronic  navigational  aids,  air-to-ground  communications  stations,  and  visual  navigational, 
aids.  It  operates  and  maintains  13  state-owned  airports,  develops  and  improves  a  statewide  airport 
system,  and  annually  provides  30-40  Montana  communities  with  technical  assistance  in  all  facets  of 
aviation  planning  and  development,  including  grants  and  maintenance. 
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Specifically,  the  bureau  maintains  and  operates  25  non-directional  radio  beacons,  66  air-to-ground 
communications  facilities,  18  airway  rotating  beacons,  four  airport  beacons,  one  computerized  weather 
system  with  satellite  feed,  and  a  full-  service  air  carrier  at  Yellowstone  Airport,  located  at  West 
Yellowstone.  The  bureau  maintains  airport  master  records  and  drawings  for  all  state  airports,  and  inspects 
100  airports  annually  for  aviation  safety  and  compliance  with  state  and  federal  regulations.  Professional 
and  administrative  duties  are  performed  by  bureau  staff  in  developing  and  updating  the  Montana 
Aviation  System  Plan. 

The  bureau  also  publishes  and  distributes  the  Airport  Directory  and  the  Montana  Aeronautical 
Chart,  as  well  as  other  safety  publications  to  ensure  the  flying  public  has  current,  safe  and  accurate 
information  regarding  Montana's  aviation  system. 


«  MONTANA  LOTTERY  » 

The  Montana  Lottery  is  a  multi-million  dollar  revenue-generating  business  operated  by  the  state 
and  approved  by  voters  on  the  1986  ballot.  A  five-member  commission,  appointed  by  the  governor, 
oversees  activities  and  procedures.  The  commission  must  include  a  CPA,  an  attorney,  a  law  enforcement 
official,  and  two  public  members.  The  governor  also  appoints  the  lottery  director,  who  coordinates  the 
lottery's  three  divisions:   security,  operation,  and  marketing. 

Security  Division  The  Security  Division  performs  criminal  and  credit  checks  on  retailers  who  apply  for 
licensing,  conducts  background  checks  on  all  lottery  employees,  ensures  ticket  security  and  investigates 
security  breaches  in  ticket  distribution,  validation,  drawings,  and  other  lottery  operations. 

Operations  Division  The  Operations  Division  is  in  charge  of  ticket  accounting  systems,  ticket  validation, 
prize  payments,  and  settlement  functions.   It  also  prepares  periodic  financial  statements. 

Marketing  Division  The  Marketing  Division  manages  the  advertising,  promotion,  and  distribution  of 
lottery  products  to  provide  maximum  sales  revenue  in  a  way  that  is  consistent  with  the  goals  of  the  state 
and  welfare  of  its  citizens. 

The  Lottery  schedules  and  operates  nine  instant  games  annually  with  tickets  being  sold  in  than  850 
licensed  retail  outlets  statewide.  In  addition,  the  Lottery  operates  a  lotto  game  called  Lotto*America  at 
300  retail  outlets.  The  game  is  offered  in  conjunction  with  14  member  lotteries  called  the  Multi-State 
Lottery  Association. 

Since  1987,  the  Montana  Lottery  has  transferred  $15.4  million  to  the  state  Office  of  Public  Instruction 
for  statewide  school  equalization  aid.  That  is  an  average  of  $100  for  every  student  in  the  state.  The 
Lottery  also  paid  out  $27  million  in  prizes  to  winners  and  $3.5  million  in  commissions  to  its  retail  outlets. 


«  LOCAL  GOVERNMENT  ASSISTANCE  DIVISION  » 

The  division's  12  direct  service  and  financial  assistance  programs  provide  an  important  connection 
between  Montana's  local  governments  and  corresponding  units  of  state  and  federal  government.  The  $23 
million  annual  technical  and  financial  assistance  services  include:  auditing  and  accounting  systems 
management;  staff  training  in  financial  and  statutory  compliance;  subdivision  development  and  regulation; 
operating  and  administering  federally  funded  housing,  public  works  and  economic  development  funding 
programs,  and  developing  critical  management  information  and  training  resources  for  local  officials. 
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Community  Technical  Assistance  Program 

Established  in  1967,  this  program  has  become  a  focal  point  for  both  local  officials  and  developers 
who  depend  on  accurate  and  timely  information  on  planning,  community  development,  surveyings  land 
use,  and  financing  resources.  The  automated  "Public  Works  Financing  Database"  and  the  annual  "Land 
Use  Planning  Workshops"  are  just  two  of  many  resources  that  this  program  brings  to  Montana 
communities. 

County  Land  Planning  Grant  Program 

Funded  by  a  percentage  of  state  coal  severance  tax,  this  program  has  provided  approximately  $5 
million  to  all  Montana  counties  since  1975.  Funds  have  provided  state  financial  support  for  local  planning 
board  operations  for  preparing  community  development  plans;  for  administering  local  land  development 
regulations  to  protect  public  health  and  safety;  for  preparing  money-saving  public  works  capital 
improvement  plans;  and  for  economic  development  (job  development)  planning. 

Montana  Rental  Assistance  Housing  Program 

This  federally  funded  state-operated  program  pays  $14.9  million  annually  in  rental  assistance  to 
3,050  landlords  across  Montana  to  help  support  eligible  low  income  families.  As  a  statewide  housing 
authority  under  contract  with  the  U.S.  Department  of  Housing  and  Urban  Development  (HUD),  this  unit 
operates  the  Section  8  Existing  Certificate  Program,  the  Voucher  Program,  the  Moderate  Rehabilitation 
Program  and  the  Rental  Rehabilitation  Program.  HUD  defines  fiscal  support  for  these  programs  and  local 
Montana  demand  regularly  exceeds  supply.  The  waiting  list  for  these  programs  includes  4,500  people 
beyond  those  currently  being  assisted. 

Local  Government  Accounting  and  Management  Systems  Program 

This  program  was  established  to  develop  and  maintain  a  uniform  "Budgetary  Accounting  and 
Reporting  System"  (BARS)  for  all  Montana  local  government  jurisdictions,  and  it  also  established  a 
standard  "chart  of  accounts"  and  monitors  annual  reports  for  local  governments.  The  assistance  provided 
to  these  government  units  is  the  only  central  and  uniform  accounting  base  and  reporting  information 
available  to  all  1,180  local  political  subdivisions.  The  statewide  information  and  assistance  available  from 
this  program  provides  the  institutional  consistency  and  the  "preventative  accounting/ systems  medicine" 
to  preserve  the  fiscal  integrity  of  local  governments  across  Montana. 

Montana  Local  Government  Audit  Program 

As  the  foundation  of  the  public's  fiscal  confidence  in  local  government  operations,  this  program 
regularly  performs  financial  and  statutory  compliance  audits  of  Montana's  local  government  units.  As 
directed  by  the  Montana  Constitution  and  statutes,  250  local  government  units  per  year  are  audited  by 
either  state  audit  staff  or  private  CPAs  under  contract  with  the  state.  Although  often  perceived  as  a 
regulatory  function,  auditing  has  become  an  important,  proactive  training  and  information  sharing  tool. 
Ensuring  taxpayers'  confidence  in  the  proper  expenditure  and  reporting  of  public  funds  is  important  to 
all  Montanans. 

District  Court  Reimbursement  Program 

This  program  provides  insurance  to  all  counties  through  the  state's  assumption  of  certain  district 
court  expenses  associated  with  criminal  proceedings.  Reimbursable  expenses,  as  defined  by  statute, 
include  a  portion  of  court  reporters'  salaries,  transcripts  of  criminal  proceedings,  witness  and  jury  fees, 
indigent  defense  expenses,  and  psychiatric  examination  fees.  Reimbursements  are  made  only  to  counties 
and  are  limited  to  funds  appropriated  by  the  Legislature.  The  state  assumption  of  certain  district  court 
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costs  not  only  protects  all  Montana  counties  from  the  extraordinary  expenses  of  a  major  criminal  trial,  but 
it  also  equalizes  the  local  revenue  burden  for  all  criminal  proceedings  in  the  District  Courts  across  the 
state. 


«  COORDINATOR  OF  INDIAN  AFFAIRS  » 

The  office  identifies  problems  facing  Montana's  Indian  population,  advises  tribal  leaders  and  the 
legislative  and  executive  branches  of  the  situation,  and  recommends  solutions.  The  office  also  advises  the 
Montana  Congressional  delegation  and  often  serves  as  an  intermediary  in  Indian-related  matters. 
Additional  duties  include  distributing  information  concerning  Native  Americans  to  various  agencies  and 
the  general  public  and  providing  current  information  to  tribal  leaders  on  all  matters  affecting  tribal 
operations. 

The  division  staff—the  coordinator  and  an  administrative  assistant—over  the  past  two  years  have 
investigated  issues  dealing  with  water  rights,  taxes,  jurisdiction,  Indian  child  welfare,  gaming/ gambling, 
civil  rights,  economic  development,  social  programs  and  legislation.  Assistance  has  been  provided  at  the 
local,  tribal,  state  and  federal  level. 

The  office  also  presents  and  attends  conferences  in  order  to  provide  the  latest  information  and 
training  to  tribal  members  and  others.  The  coordinator  visits  the  reservations  to  provide  personalized 
assistance  and  training. 

In  order  to  provide  the  tribes,  governmental  agencies  and  other  organizations  with  statistical  data 
on  Montana  Native  Americans,  the  office  published  the  1980  Profile  of  the  Montana  Native  American. 


«  OFFICE  OF  CONSUMER  AFFAIRS  » 

The  office  provides  information  and  assistance  to  Montana  consumers  regarding  unfair  methods 
of  competition  and  deceptive  acts  in  the  conduct  of  any  trade  or  commerce.  The  office  provides  assistance 
through  informal  complaint  mediation  for  individuals.  The  agency  also  investigates  and  determines 
whether  further  action  is  in  the  public  interest,  wherein  a  legal  injunction  may  be  filed  in  District  Court. 
The  injunction  may  include  restitution  of  damages  to  the  consumer.  The  office  also  investigates  unfair 
trade  practice  allegations.  If  action  is  taken,  the  office  may  attempt  to  negotiate  a  voluntary  compliance 
wherein  the  seller  agrees  not  to  commit  fraudulent  business  practices  in  the  future  and  agrees  to  pay 
damages  to  persons  harmed  by  that  business's  prior  unfair  practice.  If  the  business  refuses  to  comply, 
the  office  may  proceed  in  District  Court  for  a  temporary  injunction,  permanent  injunction,  or  a  temporary 
restraining  order. 

The  office  coordinates  its  efforts  with  the  Federal  Trade  Commission,  the  Office  of  the  Attorney 
General,  numerous  federal  agencies.  Better  Business  Bureaus,  and  various  trade  organizations. 

Specific  goals  of  the  agency  include  informing  the  public  of  deceptive  or  misleading  offers, 
educating  the  public  about  the  use  of  the  Small  Claims  Court  procedure  for  resolving  local  business 
complaints  providing  advice  to  consumers  regarding  the  Lemon  Law,  the  New  Vehicle  Warrant  Act  under 
Title  61  of  the  MCA,  and  developing  a  Lemon  Law  arbitration  procedure  as  required  by  law. 

During  Fiscal  Year  1990,  $195,032.81  was  recovered  for  Montana  consumers.  The  office  responded 
to  complaints  from  consumers  involving  refunds,  replacement  or  repair  of  products,  and  cancellation  of 
contracts.  An  additional  $217,245.52  of  preventive  savings  to  Montana  consumers  was  also  realized.  This 
amount  represents  money  Montana  consumers  saved  because  the  Office  advised  them  not  to  participate 
in  specific  deceptive  or  unfair  business  transactions  offered  to  them  (i.e.,  deceptive  telemarketers). 
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ADMINISTRATION 


«  MANAGEMENT  SERVICES  DIVISION  » 

The  division  provides  internal  support  to  all  agenq^  programs  including  budgeting,  accounting, 
purchasing,  contracting,  personnel  administration,  payroll,  training,  and  the  analysis,  development, 
maintenance  and  supervision  of  department  data  processing  systems  and  hardv^^are. 

Personnel.  The  personnel  function  provides  technical  assistance  and  the  personnel  services  required  by 
the  department's  programs  including  processing,  training  and  guidance  in  the  area  of  payroll,  selection 
and  recruitment,  performance  appraisal,  position  classification,  disciplinary  action,  policy  development 
and  enforcement,  and  benefits  administration. 

During  fiscal  year  1988,  the  payroll  function  was  automated,  reducing  payroll  processing  time  from 
2.5  days  to  1.5  days. 

Budget.  The  division  also  coordinates  all  agency  budget  activities,  acts  as  the  liaison  between  the  Office 
of  Budget  and  Program  Planning,  the  Legislative  Fiscal  Analyst,  the  Legislature  and  the  agency's 
programs.  The  department's  budget  request  is  developed,  analyzed,  justified,  and  presented  in  a  concise 
and  complete  manner  thereby  supporting  the  objectives  of  sound  government. 

Accounting.  Program  accountability  in  accordance  with  generally  accepted  accounting  standards  and 
federal  and  state  statutes  is  maintained  throughout  the  year  through  a  formal  system  for  fiscal  and 
program  monitoring.  Audit  findings  have  decreased  from  12  findings  in  FY87  to  six  in  FY89,  a  direct 
result  of  increasing  accountability  by  the  programs  in  the  department. 

Data  Processing.  The  department  management  information  system  was  installed  in  March,  1986. 
Approximately  150  department  employees  are  trained  to  use  the  system,  which  includes  word  processing, 
spreadsheets,  data  base  management,  management  tools  and  SBAS.  During  the  1988-89  biennium, 
additional  minicomputer  systems  were  installed  in  the  Lottery  Division  and  the  Board  of  Investments  to 
meet  the  specific  needs  of  those  programs.  The  department  continues  to  update  and  expand  its  computer 
capabilities  as  usage  demands. 

Performance  Measure.  The  division  workload  relates  directly  to  the  number  of  programs  attached  to  the 
department  as  well  as  its  total  number  of  FTEs.  During  the  last  two  legislative  sessions,  the  scope  and 
responsibility  of  the  department  has  expanded  and  this  growth  has  impacted  the  division's  workload  with 
no  increase  in  staff. 

The  following  programs  either  were  transferred  or  created  within  the  department  during  the  last 
two  legislative  sessions:  Board  of  Investments,  Montana  Lottery,  Board  of  Outfitters,  and  Passenger 
Tramway  Safety  program,  the  Employment  Agency  Act,  the  Seed  Capital  Fund  Program,  Small  Business 
Development  Centers,  Federal  Government  Procurement  program  and  expansion  of  the  International 
Trade  effort. 
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1000  copies  of  this  public  document  were  published 
at  an  estimated  cost  of  $2.50  per  copy,  for  a  total 
cost  of  $2,500.00,  which  includes  $2,500.00  for 
printing  and  $0.00  for  distribution. 


